Edgar Filing: Veracity Management Global, Inc. - Form 10QSB

Veracity Management Global, Inc.

Form 10QSB
February 20, 2008
UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-QSB
&#253 QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended December 31, 2007
or
&#168 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the transition period from to
Commission file number 0-52493
VERACITY MANAGEMENT GLOBAL, INC.
(Exact Name Of Registrant As Specified In Its Charter)
Delaware 43-1889792
(State of Incorporation) (IR.S. Employer Identification No.)
2655 LeJeune Road. Suite 311, Coral Gables. FLL 33134
(Address of Principal Executive Offices) (ZIP Code)

Registrant's Telephone Number, Including Area Code: (305) 728-1359

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes &#120 No &#168



Edgar Filing: Veracity Management Global, Inc. - Form 10QSB

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes &#168 No &#120

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer.

Large accelerated filer &#168 Accelerated filer &#168 Non-accelerated filer &#120
On February 11, 2008, the Registrant had 33,660,411 shares of common stock issued and outstanding.




Edgar Filing: Veracity Management Global, Inc. - Form 10QSB

TABLE OF CONTENTS

Item Description Page

PART I - FINANCIAL INFORMATION

ITEM 1. 3
CONSOLIDATED FINANCIAL STATEMENTS.

ITEM 2. 3
MANAGEMENT'S DISCUSSION AND ANALYSIS AND RESULTS OF OPERATION.

ITEM 3. CONTROLS AND PROCEDURES 4

PART II - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS. 4
ITEM 2. RECENT SALES OF UNREGISTERED EQUITY SECURITIES AND USE OF PROCEEDS 4
ITEM 3. DEFAULT UPON SENIOR SECURITIES. 4
ITEM 4. SUBMISSION OF MATERS TO A VOTE OF SECURITY HOLDERS. 4
ITEM 5. OTHER INFORMATION. 4
ITEM 6. EXHIBITS 4




Edgar Filing: Veracity Management Global, Inc. - Form 10QSB

PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS Back to Table of Contents

The Registrant's unaudited interim financial statements are attached hereto. Unaudited Interim Financial Statements
ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS AND RESULTS OF OPERATION Back to Table of Contents

Some of the statements contained in this quarterly report of Veracity Management Global, Inc., a Delaware corporation (hereinafter referred to
as "we", "us", "our", "Company" and the "Registrant") discuss future expectations, contain projections of our plan of operation or financial
condition or state other forward-looking information. Forward-looking statements give our current expectations or forecasts of future events.
You can identify these statements by the fact that they do not relate strictly to historical or current facts. They use of words such as "anticipate,"”
"estimate," "expect," "project,” "intend," "plan," "believe," and other words and terms of similar meaning in connection with any discussion of
future operating or financial performance. From time to time, we also may provide forward-looking statements in other materials we release to

the public.

General

The Registrant acquired its operating subsidiaries Veracity Management Group, a Florida corporation ("VMG") and
Secured Financial Data Inc., a Florida corporation ("SFD") effective on July 1, 2006. Prior to the acquisition of its
operating subsidiaries, during the period from May 2002 until the acquisition of its operating subsidiaries on July 1,
2006, the Registrant had only limited business operations.

Our Business Consulting Operations

The Registrant is a consulting and professional services company specialized in technology transformation, business
continuity and disaster recovery planning processes and procedures. The Registrant assists corporations and
organizations with the design, development and implementation of business solutions. These solutions varying from
requirements based legislative regulation, such as; The Sarbanes Oxley (SOX) Act, Gramm-Leach Bliley Act
(GLBA), and Health Insurance Portability and Accountability Act (HIPAA). Additionally our consulting services
encompass solutions that meet our client s strategic business needs, including organizational transformation, change
management, outsourcing, software development, integration, product identification, gap analysis, configuration and
installation of its related supporting infrastructure.

Regulatory and Compliance Consulting Services

We provide consulting services to private and publicly traded companies. We work with our clients in the United
States to help them meet their regulatory and governance requirements.

Our firm specializes in the transformation and alignment of business process automation and its supporting service
business units. We assist our clients in standardizing their general computer based control processes through the
implementation of appropriate monitoring mechanisms into everyday IT activities. We use industry recognized best
practices like COBIT, COSO, ITIL, PMI and Balance Scorecard. The use of these best practices not only insures an
organization s compliance and bestin class operations, but provides the framework for subsequent outsourcing of
non-strategic services. In addition, we help our client establish an effective sustained compliance program through the
automation of controls and their documentation repository. Using our expertise, we have successfully completed
numerous Sarbanes-Oxley projects for customers in diverse industries. Having worked with many accounting firms
responsible for SOX audits, we can provide tailored methodologies that meet business in specific vertical's such as
Financial Services Institutions, Healthcare, and Manufacturing and Distribution.
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Our regulatory compliance services focus on primary areas, including project management, infrastructure
implementation and documentation and testing support. We customize the scope of our services based on our client's
needs.

To help with companies or organizations initiative to meet regulatory requirements, we perform a gap analysis by
performing a trial audit of the client s existing controls and document the findings. We coordinate with internal and
external auditors to ensure all open or hidden issues are properly identified and accounted for. Using our approved
findings, we leverage industry best practice operational models and methods to fill any gaps and revise all existing
business documentation.. We then use the newly developed operational model and execution plan to remediate the
clients existing environment identifying each relevant key controls as a testing point. Finally, we liaison with internal
and external auditors as needed.

Our SOX Compliance Process

At the beginning of each compliance project, we meet with our client to define primary goals and objectives as well as
additional opportunities that may present additional business benefits. Based on our findings, we will create a phased
plan for implementing a compliance and process improvement program in collaboration with all key members in our
client's organization.

We meet with our clients independent auditors at several points throughout the process to ensure their acceptance of
the evaluation criteria and documentation necessary for certification of management s assertions of internal controls.
We guide our clients through the entire implementation process, including remediation of deficient IT controls.
Beyond the primary goal of compliance, there are many opportunities for enhancing an IT environment. We provide
suggestions on how to design a control structure to achieve the optimal segregation of duties within your IT
organization. We review their internal workflow and help identify improvement opportunities providing increased
efficiency and cost savings.

Our SOX Three-Phased Approach

Executing a project in phases allows us to define clear milestones and checkpoints for consistent and effective
progress. Following is a general outline for achieving compliance and process improvement:

Phase 1 Planning and scoping

Confirm objectives, scope, success criteria and team members

Execute pilot full documentation and testing for one business stream

Confirm pilot results with auditor and finalize plans to move forward

Phase 2 Process documentation, evaluation and improvement

Document all current processes, procedures and control points
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Identify potential process improvements and implement where appropriate

Identify control test plans and metrics and establish monitoring procedure
Phase 3  Control testing and remediation

Execute tests of control points, document test results and identify inconsistencies with expected results

Refine process or control to achieve compliance and update process documentation accordingly

Many of our clients have achieved initial compliance with SOX requirements and are now faced with ongoing
regulatory demands. These demands can rise from new legislation, changes to existing legislation and annual review
of new business practices implemented to meet business demands. We provide this ongoing support, including process
changes, system upgrades and/or replacements.

Quarterly testing: We can define the scope of testing with your external auditors and execute quarterly tests, including
any required process remediation.

Process improvement: We can work with our clients to make process and procedure improvements aimed at
improving efficiency and effectiveness.

Business Continuity Planning and Disaster Recovery Process

As part of our SOX Compliance Services we provide regulatory solutions such as business continuity planning,
disaster recovery processes. Current regulations have multi-faceted requirements. Our comprehensive approach starts
with an initial risk and impact assessment, to the deployment of remotely monitored and secured redundant support
environments. These services include collocation services and/or outsourcing services for client s computer server and
network equipment. We have relationships and partnerships with Collocation Data Centers located across the US and
overseas.

Our comprehensive assessment process covers all aspects of insuring the survivability of our client s businesses. The
following describes an overview of our comprehensive solutions;

Which business units, operations and processes are absolutely essential to the survival of the organization?

How quickly essential business units or processes have to be back in operation before the impacts are catastrophic
Which recovery alternatives are the most plausible for meeting the recovery windows

Which resources are needed to resume operations at a survival level for the essential parts of the business?

Which elements have to be pre-positioned to meet recovery time windows

As organizations change their business as a result of mergers and growth, their requirements also change. We offer
collocation services for our client s computer and network infrastructure. The process side of our solution is a critical
part of our business continuity and disaster recovery service products and packages. The data center space is rented or
sub-leased by our clients from us for the purpose of housing clients computer servers and network equipment.
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Recovery Testing: After the implementation of a client s equipment into the data center for collocation, we offer our
client recovery testing in support of client audit processes. In this capacity we provide consulting services as follows:

Validate that the awareness and communication plans are in place, understood and workable
Validate that the infrastructure is in place to recover by performing mock events
Validate that key processes required.

Validate logistics are in place to relocate/provide systems access to employees

We provide SOX Compliance Services that are true alternatives and compliments to in-house resources, offering a
very high level of practical and hands-on experience, combined with quality of service and confidence.

SOX Compliance is a huge structural and financial burden on the companies subject to its regulations. Being experts
in all elements of SOX allows us to be prepared for our own company compliance requirements. This knowledge,
understanding and expertise will reduce overall compliance costs in the future and is a valuable intangible to the
company.

Gramm-Leach-Bliley Act Compliance Consulting Services

The Financial Modernization Act of 1999, also known as the "Gramm-Leach-Bliley Act" or GLB Act, includes
provisions to protect consumers personal financial information held by financial institutions. There are three principal
parts to the privacy requirements: the Financial Privacy Rule, Safeguards Rule and pretexting provisions.

The GLB Act gives authority to eight federal agencies and the states to administer and enforce the Financial Privacy
Rule and the Safeguards Rule. These two regulations apply to "financial institutions," which include not only banks,
securities firms, and insurance companies, but also companies providing many other types of financial products and
services to consumers. Among these services are lending, brokering or servicing any type of consumer loan,
transferring or safeguarding money, preparing individual tax returns, providing financial advice or credit counseling,
providing residential real estate settlement services, collecting consumer debts and an array of other activities. Such
non-traditional "financial institutions" are regulated by the Federal Trade Commission ("FTC"). The FTC is one of
eight federal agencies that, along with the states, are responsible for developing a consistent regulatory framework to
administer and enforce the Financial Privacy Rule.

The Financial Privacy Rule governs the collection and disclosure of customers' personal financial information by
financial institutions. It also applies to companies, whether or not they are financial institutions, who receive such
information. The Financial Privacy Rule requires financial institutions to give their customers privacy notices that
explain the financial institution s information collection and sharing practices. In turn, customers have the right to limit
some sharing of their information. Also, financial institutions and other companies that receive personal financial
information from a financial institution may be limited in their ability to use that information.

The Safeguards Rule requires all financial institutions to design, implement and maintain safeguards to protect
customer information and to develop a written information security plan that describes how the financial institution is
prepared for, and plans to continue to protect clients nonpublic personal information. The Safeguards Rule also
applies to information of those no longer consumers of the financial institution. This plan must include:

Denoting at least one employee to manage the safeguards,
Constructing a thorough [risk management] on each department handling the nonpublic information,

Develop, monitor, and test a program to secure the information, and
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Change the safeguards as needed with the changes in how information is collected, stored, and used.

The Pretexting provisions of the GLB Act protect consumers from individuals and companies that obtain their
personal financial information under false pretenses, a practice known as "pretexting." Pretexting occurs when
someone tries to gain access to personal nonpublic information without proper authority to do so. This may entail
requesting private information while impersonating the account holder, by phone, by mail, by email, or even by
"phishing" (i.e., using a "phony" website or email to collect data). The GLB Act has provisions that require the
financial institution to take all precautions necessary to protect and defend the consumer and associated nonpublic
information.

Financial Institutions

The GLB Act applies to "financial institutions" which is defined as entities that offer financial products or services to
individuals, such as loans, financial or investment advice, or insurance, among others. The FTC has authority to
enforce the law with respect to "financial institutions" that are not covered by the federal banking agencies, the
Securities and Exchange Commission, the Commodity Futures Trading Commission, and state insurance authorities.
Among the institutions that fall under FTC jurisdiction for purposes of the GLB Act are non-bank mortgage lenders,
loan brokers, some financial or investment advisers, tax preparers, providers of real estate settlement services, and
debt collectors. At the same time, the FTC's regulation applies only to companies that are "significantly engaged" in
such financial activities.

The law requires that financial institutions protect information collected about individuals; it does not apply to
information collected in business or commercial activities.

GLB Act Compliance Services

Identifying and assessing threats to customer information and evaluating the effectiveness of a financial institution s
safeguards is a complex task that requires in-depth knowledge of security technology and practices, as well as
continual identification of ever-changing security threats and requirements. Our management utilizes its expertise to
conduct comprehensive assessment of its financial institution customer s controls and procedures to safeguard the
institution s customer s privacy information. We work with our financial institution customer s GLB Act compliance
personnel in connection with the design, development, installation and implementation of a customized security
program that cost-effectively addresses key gaps in security.

Our services include thorough assessment of any vulnerability in our customer s existing network security plans,
policies, operations, usage, performance, and physical security. We assess immediate security concerns to identify any
gaps between the current infrastructure and identified requirements for GLB Act compliance as well as overall system
security and ability of the financial institution to maintain security compliance based upon projected growth. Such
services may include preparing a comprehensive security policy plan for our customers; optimizing our customer s
network performance and reliability and recommending products and services; providing for protection and
monitoring of network solutions; and creating disaster-recovery and business-continuity plans to ensure continued
security of privacy information to satisfy GLB Act requirements.

We recognize that our financial institution customers confront both internal and external risks. These risks include, but
are not limited to:

Unauthorized access of their customers privacy information by someone other than the owner of the covered data and information;
Compromised system security as a result of system access by an unauthorized person;

Interception of data during transmission;
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Loss of data integrity;

Physical loss of data in a disaster;

Errors introduced into the system;

Unauthorized access of covered data and information by employees;
Unauthorized requests for covered data and information;
Unauthorized access through hardcopy files or reports; and

Unauthorized transfer of covered data and information through third parties.

To comply with the GLB Act, we advise our financial institution customers on their plans and procedures to detect,
prevent, and respond to network attacks, intrusions, and other system failures. As part of our disaster recovery and
business continuity services under the GLB Act, we provide our customers with collocation facilities and capacity to
house our customer s backup computer servers and network equipment on a fully-secure basis. This enables our
financial institution customers to maintain their customers privacy information during periods of disaster recovery
ensuring business continuity with immediate access at all times to the privacy information of their customers, which
privacy information is safeguarded in compliance with the GLB Act.

Technology Project Management and Strategic Planning Services

Our firm segregates work into tracks to provide customers with greater visibility into the work and effort being
provided. We commonly partner with our customers by assembling a small team consisting of both Veracity and
client personnel. We find this cross company team approach particularly successful because:

Actively involves key stakeholders early in the process

Lowers overall cost of strategic initiatives

Promotes knowledge transfer between organizations

Facilitates the development of consensual recommendations (if and where appropriate)

Expedites the adoption and deployment process for recommendations

Our greatest asset is providing our customers with a formal proven approach to accomplish their strategic goals and
objectives. This process aligns the operational model of the Information Technology department to the enterprise
business strategy. Use industry recognized methods, and processes VMG specializes in the running, retooling and
transforming of Information Technology departments.

VMG works from a results oriented solutions provider. Our solutions are developed from detailed root cause business
and operational analysis. Our process is to develop measurable value based, Operational and Revenue Based Strategic
(ORBS) solutions. Our ORBS wholly encapsulate all solution dependencies, thereby reducing assumptions, failures
and rework. The ORBS methodology leverages best practices such as the Project Management Institute s PMIBOK
framework and The Balance Scorecard.

Our process identifies the business strategic and tactical objectives for each initiative and ties these to each business
unit across the organization. To identify individual business unit impact, we interview managers, subject matter
experts and users. This process also builds consensus among key stakeholders. We then perform current state analysis
and gap to best practices. Using this information we develop the appropriate solution and document the required
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catalog of services to support the business needs. We develop the initial project plan for the solutions implementation
inclusive of methods to insure continuous improvement activities and metrics. Throughout this process we manage to
the client s expectations, by repeatedly facilitating sessions to revalidate consensus on the objectives, timeframes,
budget and success measures to insure the strategic alignment to business climate is maintained.

Transformation Services

Our firm specializes in assisting companies change. These changes many come about as part of a business climate
change, where the methods and practices previously used are no longer valid. Many times our clients are not sure what
is not working, they just know they are either losing opportunities or have over built their operations through years of
patch work resulting in non-scalable and costly infrastructure. Other times opportunities come in forms of
acquisitions, merger, etc.. Other times brand new business lines are developed, but all in all change is occurring at all
levels of the organization and the organization is built to conduct the daily business at hand not retools and reshape
themselves. This is where a firm like Veracity Management Group can provide enormous value. Veracity
Management Group has developed a three step process that involves identification, change modeling and remediation.

Stage 1: Current State Assessment
Strategic measures, service and resource inventory

Our process begins by identifying and distilling a high-level business driven strategic plan and quantitative success
measures. We then assist in identifying the operational supporting services required to make such a plan

successful. We start a parallel process to interview individuals, review business process maps, and inventory all assets,
organizational hierarchies and their related resources. The final product is a comprehensive current state assessment of
the client s current operational model.

Stage 2: Future State Definition and Design
Best practices models, services catalog definition and resources

Using the current state models, VMG will facilitate gap sessions that explore and test against industry best

practices. Our consultants will provide lessons learned and previous industry experience in similar projects to simulate
discussions challenging traditional organizational and process silo s, gaining client buy-in and identifying client
sponsorship roles. We will develop a future state operational model continually challenging and testing the client
tolerance for change, maturity and formality by developing and instituting regulatory compliant policies and
procedures each tying to individual job descriptions and to a detailed service catalog that defines the operational
model and departmental organizational chart.

Stage 3: Transformation and implementation Roadmap
3T s, Tools, Talent and Tactics, planning and budgeting

Our process starts with the implementation of Program Office, whose charter is to manage the organizational aspect
of, leveraging our findings and developing or enhancing existing change management processes required by the
project. Using the future state design our consultants will develop a milestone based transformation roadmap to
updating the organization. VMG fosters a buy versus build model, limiting custom development to integration or
client unique functionality not available in the marketplace. Subsequently on the approval and acquisition of these
tools we design the new operational model developing talent refresh programs for the internal staff and updating all
job functions descriptions accordingly. VMG will finally present a scalable operational model that integrates
seamlessly to the enterprise.

10
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Our Business Strategy
We bring predictability to your business

Veracity Management Group is a Full Service Management Consulting company focused on developing and nurturing
a value based annuity relationship business with our clients.

We help organizations manage and make sense of obstacles and challenges they face in every day business. Our firm
specializes in developing, transforming, establishing and delivering predictable operational models to information
technology organizations. Through the use of industry best practices, strategic partnerships, and tools we deploy
auditable and quantitative metric for business driven continuous improvement across the enterprise.

Our business objective is to become a leading provider in the market of providing technology transformation services,
business continuity and disaster recovery planning processes and procedures. To pursue our objective, we are focusing
on the following initiatives:

Build our business by:
obtaining sufficient financing to grow our business;
developing a strong brand and reputation for business consulting services; and
attracting and retaining clients that are leaders in their respective fields.

through the sale of products that automate client processes or resolve client objectives

Generate and subsequently diversify our revenue by:
establishing our services as the leading solution for business continuity and disaster recovery planning processes and procedures;
increase the size and effectiveness of our marketing and sales methods; and expand our customer base

identifying industry leading products that we can be a vendor and representative for at a regional and or national level. The model is similar to
that of any dealer including product representation, sales, and continual support and upgrade throughout the client s ownership of product.

Leverage our client relationships by:
developing new client relationships through referrals ;
developing additional services for existing and potential clients; and
entering into joint ventures for particular markets that may develop for our services.

Other Services

We provides IT infrastructure staffing, project management, commercial building network management, data center
relocation, outsourcing, SAN installation and configuration. We also provide disaster recovery assessment, plan
implementation and design of solutions. Our strength in the industry is the approach we have developed as we lead the
way in designing and delivering the best long-term solutions for client infrastructure needs. Our teams provide Fiber
Optic cabling, fiber tray and raceway, riser cable management as well as a menu of other professional services.

We partner with suppliers assuring that our technicians adhere to all the latest industry standards. Through our
strategic partners we can offer complete telecomm and telephony solutions, including global networking, localized

11
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high speed access and complete VOIP solutions. VMG can provide local, national or international network solutions
ranging from T1 to 1000mbps Fast Ethernet availability. We combine our strategic knowledge with our product
offerings to bring the highest speed, cost effective communications solution available. We can choose between several
of our partners to insure that the customer s best interests are kept in mind during the decision making process. We also
offer complete VOIP solutions for clients wishing to bring their infrastructure and networking up to today s digital
standard. Our offerings are tailored to meet the client s needs, whether 5 or 5000 stations, and are implemented through
our nationally recognized alliances. VMG is truly the one stop shop for all your networking and infrastructure needs.

Our New Technology Staffing Division

We have strengthened our service offerings for 2008 with a new technology staffing division. The new division allows

us to provide our clients with talented technology professionals in a number of ways. Clients may chose to hire one of

our professionals on a consulting basis to handle a task for a period of time. In these situations the client retains
Project Management responsibility over the project and we will provide augmented staffing.

We also now are able to provide our clients with the top professionals who have made a career choice to no longer

consult and have made themselves available to the marketplace as a Permanent Employee. = We will earn fees to place
these individuals in either a Temporary to Permanent opportunity; where our client is allowed to try before they buy o
a straight permanent hire onto their payroll.

As a management consulting firm, we have access to the best professionals in our industry and as such has a large
competitive advantage over traditional staffing firms. Our corporate goal is to be a full service provider of technology
talent to clients whether the work be outsourced, project based, or strictly internal staffing needs.

Results of Operations For the Three Months Ended December 31, 2007 Compared to Three Months Ended December
31, 2006

The following is derived from, and should be read in conjunction with, our consolidated financial statements, and
related notes, as of and contained in Form 10K-SB for the year ended June 30, 2007 The Registrant generates
revenues from its present operations based on hourly rates and fixed rates. Our fixed-rate contracts involve an
engagement retainer and typically provide for monthly fees. Our hourly-rate contracts are billed either weekly, semi
weekly or monthly.

Revenues.

We generated revenues to $661,490 during the three-month period ended December 31, 2007 as compared to $380,364 during the same period
in the prior year or an increase of $281,126, or 74%. The increase in revenues was mainly attributable to new clients and contracts. We
anticipate continued growth in our current service offerings based on new and existing clients, as well as the development of new
complementary service offerings arising from our considerable project portfolio.

Cost of Services.

Cost of services for the three-month periods ended December 31, 2007 and 2006 were $415,030 and $125,717, respectively. Our cost of services
consists mainly of labor costs for project consultants and information technology professionals.

Administrative, General and Selling Expenses; Overview.

Our systems and procedures for the three months ended December 31, 2006 were not detailed enough to reflect an accurate separation in
Administrative, General and Selling expenses, Those expenses combined to total $ 303,649. This compared to $ 444,233 for the three months
ended December 31, 2007. This represented an increase overall of $ 140,584 or 46%. The primary reason for this increase was related to
additional staffing in all categories which contributed to increased revenues. However when the expense increases are compared in the context
of the Revenue for the same three month period, December 31, 2006 to December 31, 2007, revenue increased by 74%. The same analysis for
the six-month periods ended December 31, 2006 to December 31, 2007 discloses a reduction of these combined expenses of $ 1,459,368.

12
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Administrative Expenses:

Our administrative expenses totaled $171,469 and $288,394 during the three-month and six-month periods ended December 31, 2007. The
increase in the three-month period is primarily attributed to an expansion of administrative personnel to facilitate our growth.

General Expenses.

General expenses were $119,709 and $310,234 during the three-month and six-month periods ended December 31, 2007 These expenses
included payments for rent, common stock issued for services, outside professional fees including audits and accounting reviews of the company
insurance and employee expense reimbursements. Our audit and outside accounting fees have been reduced significantly in the current fiscal
year due to a reduced work load and the fact that the initial securities filings occurred in the prior fiscal year. We also utilize all available
technologies such as conference calling, virtual offices and other economies to reduce company overhead and local travel to meetings. Our
internal accounting function is scalable and includes the use of internet based solutions for instant communication between staff and outside
professionals. There was a decrease in General Expense for the three-month period ended December 31, 2007 due to decreased shares issued for
non-cash compensation expenses of $5,000 compared to $92,450 for the three-month period ended September 30, 2007. The six-month period
ended December 31, 2006 showed shares issued for service of $1,345,904 The Company may continue to issue shares of common stock from
time to time in lieu of cash for services provided to the Company until the Company generates sufficient positive cash flow from operations.

Selling expenses:

Our selling expenses during the three-month and six month period ended December 31, 2007 were $150,527 and $329,275 a slight increase
during the current three-month period. Selling expenses include advertising and promotion, commissions and referral fees paid and investments
in presenting training seminars and participation in professional organizations and technical societies. We have also invested in increased staff to
broaden our marketing and selling efforts in the current fiscal year. We expect continued increases in selling expenses related to increasing
revenues from current service offerings. We also believe that additional selling expenses will be incurred as we develop new synergistic business
opportunities and expand into new markets.

Net Loss

. We incurred a net loss of $221,546 during the three-month period ended December 31, 2007, compared to a net loss of $56,827 during the
three-month period ended December 31, 2006, representing an increase of $164,179, of 290%. This increase was primarily due to the previously
discussed expansion of the administra